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DEPARTMENT PLEASE PASS DEPARTMENTS OF COMMERCE AND AGRICULTURE 

DEPARTMENT PLEASE POUCH: BELGRADE, AMEMBASSY BERLIN, BUCHAREST, 
GENEVA (FOR MTN), MUNICH (FOR RFE), PRAGUE, SOFIA, USNATO, 

VIENNA (FOR FBIS), WARSAW 

E.O. 11652: N/A 

TAGS: EALR, ETRD, EGEN, ECIN, HU, XH 

SUB J : CEMA COOPERATION: HUNGARY'S FIVE-YEAR PLAN COOPERATION 
PROTOCOLS 

REF A: BUDAPEST 2985 
B: BUDAPEST 3464 
C: BUDAPEST 3569 
D: FBIS 282025Z OCT 75 
E: FBIS 292357Z OCT 75 

1. SUMMARY: IN PAST TWO MONTHS BUSY MAGYAR LEADERS HAVE 
SPENT INORDINATE AMOUNT OF TIME CONCLUDING FIVE-YEAR ECONOMIC 
COOPERATION PROTOCOLS WITH OTHER CEMA MEMBER STATES (REF A), 
FOLLOWED BY BILATERAL MEETINGS WITH EACH COUNTRY TO DISCUSS 
SCIENTIFIC/TECHNICAL COOPERATION AND DETAILED TRADE AGREE- 
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MENTS. ALL THIS IS IN ADDITION TO THE MULTITUDE OF CEMA 
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SPECIALIZED MEETINGS. THIS FLURRY OF ACTIVITY RELATED TO 
SCHEDULED MID-NOVEMBER COMPLETION OF HUNGARY'S NEXT FIVE- 
YEAR PLAN, FOR PRESENTATION TO AND APPROVAL BY PARLIAMENT 
IN DECEMBER. STRANGELY LACKING IS ANY MENTION OF FIVE- 
YEAR COOPERATION PROTOCOL DISCUSSION WITH POLAND, HUNGARY'S 
FIFTH LARGEST TRADING PARTNER. END SUMMARY 

2. REF A REPORTED SIGNING OF HUNGARIAN/USSR FIVE-YEAR 
PLAN COOPERATION PROTOCOL. PERIPATETIC MAGYAR LEADERS 
HAVE NOW SIGNED SIMILAR PROTOCOLS WITH OTHER CEMA MEMBERS 
(EXCEPT POLAND) AND HAVE FOLLOWED UP PROTOCOLS WITH 
DETAILED TRADE AGREEMENTS. PRICES USED IN COORDINATION 
PROTOCOLS WERE BASED ON 1974 LEVELS; DUE TO HIGHER 1975 
INTER-CEMA PRICES NEGOTIATORS HAVE HAD TO RECALCULATE 
CONSIDERABLY IN THE DETAILED FOLLOW-UP DISCUSSIONS. 

3. HUNGARY CONDUCTS OVER ONE-THIRD OF ITS TRADE WITH 
SOVIET UNION. DURING HIS FOLLOW-UP DISCUSSIONS AFTER 
PRIME MINISTER LAZAR'S TRIP TO MOSCOW (REF C), DEPUTY 
PRIME MINISTER SZEKER CONFIRMED THAT SOVIET ENERGY 
SUPPLIES TO HUNGARY WERE FOREMOST TOPICS OF DISCUSSION. 

NO NEW DATA RELEASED, BUT SZEKER REITERATED THAT IN 
1976 USSR WILL SUPPLY SIX MILLION TONS OF OIL AND ONE 
BILLION CUBIC METERS OF GAS AND NOTED THAT ORENBURG 
PIPELINE AND NEW 750 KILOVOLT ELECTRIC GRID UNDER CON- 
STRUCTION BY TWO COUNTRIES. 

4. NEW AGREEMENT FOR SHIPMENT OF HUNGARIAN AGRICULTURAL 
PRODUCTS TO USSR IS REPORTEDLY FIRST OF SEVERAL 15-YEAR 
CONTRACTS; SZEKER HAS NOW SAID THAT HUNGARIANS EXPORTS 
UNDER THIS AGREEMENT MIGHT TOTAL 5-7 BILLION FORINTS 
ANNUALLY. DURING SZEKER'S VISIT TO MOSCOW TWO GOVERNMENT 
AND ELEVEN MINISTERIAL LEVEL AGREEMENTS WERE SIGNED - 
SOME EXTENDING COOPERATIVE PRODUCTION VENTURES TO NEW 
AREAS, OTHERS MERELY RENEWING EXISTING AGREEMENTS FOR 
FIVE YEARS. ONE SIGNIFICANT AGREEMENT IS FOR SOVIET 
SUPPLY OF MACHINES TO DEVELOP SOFT COAL DEPOSITS IN 
WESTERN HUNGARY, AND EQUIPMENT FOR POWER STATION TO BE 
FUELED BY COAL (SEE REF B). ANOTHER ARRANGEMENT CALLS 

FOR PRODUCTION OF PARTS FOR BUS GEAR BOXES, SHIPMENT 
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OF THESE PARTS TO USSR AND RETURN TO HUNGARY OF FINISHED 
PRODUCT FOR USE IN IKARUS BUSES. SIMILARLY, HUNGARY 
MANUFACTURES PARTS FOR THE ZHIGULI AUTOMOBILE, AND IN 
RETURN PURCHASES COMPLETED VEHICLES. OVER NEXT FIVE 
YEARS USSR WILL SHIP 400 MILLION RUBLES IN AGRICULTURAL 
MACHINERY TO HUNGARY; HUNGARY'S 200 MILLION RUBLE 
AGRICULTURAL MACHINERY EXPORTS TO SOVIETS WILL CONSIST 
OF 100 MILLION RUBLES IN HARVESTING EQUIPMENT AND 100 
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MILLION RUBLES IN POULTRY PROCESSING MACHINERY. HUNGARY 
PLANS TO SELL OVER 300 MILLION RUBLES IN TELECOMMUNICATIONS 
EQUIPMENT TO SOVIET UNION OVER FIVE-YEAR PERIOD, AND 
RUSSIANS ARE TO MODERNIZE FIVE LARGE HUNGARIAN FACTORIES. 

IN GENERAL, HOWEVER, TWO SIDES REAFFIRMED DURING 
SZEKER’S VISIT THAT USSR WILL SUPPLY FUEL AND RAW MATERIALS 
IN EXCHANGE FOR HUNGARIAN MACHINERY AND CONSUMER 
PRODUCTS. 

5. SEPT 19 HUNGARY SIGNED ITS COOPERATION PROTOCOL WITH 
EAST GERMANY, WITH WHICH IT CONDUCTS OVER TEN PERCENT OF 
ITS TOTAL TRADE. GDR PROVIDES LION'S SHARE OF HUNGARY'S 
CONSUMER GOODS - ABOUT 1 14 MILLION RUBLES PLANNED FOR 
1976, COMPARED WITH 94 MILLION RUBLES FOR SOVIET UNION. 

IN NEXT FIVE YEARS, TOTAL TRADE IS EXPECTED TO INCREASE 
77 PERCENT OVER PREVIOUS FIVE-YEAR PERIOD. GDR WILL 
CONTINUE TO PROVIDE POTASH, COAL AND BASIC CHEMICALS IN 
EXCHANGE FOR HUNGARIAN ALUMINUM PRODUCTS, BAUXITE AND 
CEREAL GRAINS. SIXTY-FIVE PERCENT OF TRADE WILL BE IN 
MACHINE TOOLS AND ELECTRONIC ITEMS, WITH GDR SHIPPING 
TRUCKS, AGRICULTURAL AND TEXTILE MACHINERY, SCIENTIFIC 
EQUIPMENT, NUMERICAL PRODUCTION EQUIPMENT, AND PHOTO- 
CHEMICAL GOODS; HUNGARY WILL EXPORT PRIMARILY BUSES, 
POWER-GENERATING EQUIPMENT, AGRICULTURAL MACHINERY PARTS, 
PARTS FOR ELEVATORS, CONVEYORS, AND TELECOMMUNICATIONS 
EQUIPMENT. IN IMPORTANT CONSUMER GOODS AREA, GDR 
WILL PROVIDE CARS, HOUSEHOLD EQUIPMENT, TEXTILES, 

KNITWEAR, AND SHOES; HUNGARY PLANS TO EXPORT MOSTLY 
FOOD AND AGRICULTURAL PRODUCTS. 

NOTE BY OC/T: POUCHED ABOVE POSTS. 
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DEPARTMENT PLEASE PASS DEPARTMENTS OF COMMERCE AND AGRICULTURE 

DEPARTMENT PLEASE POUCH: BELGRADE, AMEMBASSY BERLIN, BUCHAREST, 
GENEVA (FOR MTN), MUNICH (FOR RFE), PRAGUE, SOFIA, USNATO, 

VIENNA (FOR FBIS), WARSAW 



6. ONE EXAMPLE OF GDR/HUN G ARI AN COOPERATION IS 
ARRANGEMENT FOR MANUFACTURE IN HUNGARY OF 2,000-3,000 
LARGE FARM TRAILERS, THEIR SHIPMENT TO GDR, AND RETURN 
LATER TO HUNGARY. ARTICLE IN OCT 28 MAGYAR HIRLAP COM 
PLAINED ABOUT THIS ARRANGEMENT, WHICH RESULTS IN SHORTAGE 
OF MUCH-NEEDED AGRICULTURAL EQUIPMENT WITHIN HUNGARY. 

7. ON NOVEMBER 1 GDR AND HUNGARY SIGNED 15-YEAR AGREE- 
MENT FOR COOPERATION IN FIELDS OF AGRICULTURE, FOOD 
INDUSTRY AND FORESTRY; AGREEMENT ONLY PROVIDES FRAMEWORK 
FOR DETAILED FIVE-YEAR PLAN PROTOCOLS TO BE CONCLUDED IN 
FUTURE. 

8. PLANS CALL FOR HUNGARIAN-CZECH TRADE TO INCREASE BY 
LIMITED OFFICIAL USE 
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50 PERCENT DURING NEXT FIVE-YEAR PLAN PERIOD, COMPARED 
TO 1971-1975; IN RAW MATERIALS. HUNGARY WILL SWAP GRAIN 
FOR CZECH COAL. HUNGARY WILL EXPORT MORE TELECOMMUNICATIONS 
EQUIPMENT, CHEMICAL, FOOD INDUSTRY AND AGRICULTURAL 
MACHINERY, SCIENTIFIC EQUIPMENT AND ROAD-VEHICLE COM- 
PONENTS IN EXCHANGE FOR CARS, MACHINE TOOLS, MATERIALS- 
HANDLING EQUIPMENT. SCIENTIFIC INSTRUMENTS AND AGRI- 
CULTURAL MACHINES. RELATED PROTOCOLS MENTION AGREEMENT 
BY TWO SIDES TO WORK JOINTLY ON HUNGARIAN SECTION OF 
THE ADRIATIC PIPELINE. 

9. ALTHOUGH ECONOMIC DAILY VILAGGAZDASAG REPORTED IN 
SEPTEMBER THAT PLANNED COOPERATION PROTOCOL DISCUSSIONS 
WERE THEN IN PROGRESS WITH POLAND, TO DATE EMBASSY HAS 
NOT NOTED ANYTHING ON SUBJECT IN HUNGARIAN PRESS, 

ALTHOUGH THERE HAS BEEN ADEQUATE COVERAGE OF OTHER 
AGREEMENTS. ARTICLE MENTIONS THAT ONE HURDLE IS HUNGARY'S 
TRADITIONAL TRADE SURPLUS WITH POLAND. HOWEVER, FOREIGN 
TRADE DATA FOR FIRST EIGHT MONTHS OF 1975 REVEALS 
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HUNGARY NOW RUNNING A SMALL DEFICIT WITH POLAND, COM- 
PARED TO 376 MILLION FORINT SURPLUS IN 1974. 

10. HUNGARY HAS A SUBSTANTIAL TRADE DEFICIT WITH ROMANIA. 
LITTLE HAS APPEARED IN PRESS CONCERNING HUNGARIAN/ 

ROMANIAN PROTOCOL, BUT TOTAL TRADE IS EXPECTED TO GROW 
BY 92 PERCENT OVER NEXT FIVE YEARS, WITH ROMANIANS 
REPORTEDLY EXPORTING FREIGHT CARS (IN THE PAST THEY 
HAVE SUPPLIED UNDERCARRIAGES), MOTOR VEHICLE PARTS 
AND CHEMICAL (ESPECIALLY RUBBER) PRODUCTS IN EXCHANGE 
FOR HUNGARIAN VEHICLE MOTORS, PARTS AND OTHER ITEMS. 

1. HUNGARIAN TRADE WITH BULGARIA, PRESENTLY SMALL, 

SHOULD INCREASE 45-50 PERCENT DURING FIVE-YEAR PERIOD: 
INCREASED COOPERATION IN ELECTRONICS, VEHICLES AND 
MATERIALS-HANDLING EQUIPMENT IS PLANNED. REPORTEDLY 
HUNGARIAN PHARMACEUTICALS AND CLOTHING WILL BE EXCHANGED 
FOR, AMONG OTHER THINS, CIGARETTES ESPECIALLY 
MANUFACTURED FOR HUNGARIAN MARKET. 

12. MONGOLIAN-HUNGARIAN TRADE IS MINISCULE. PLANS CALL 
FOR INCREASED HUNGARIAN INDUSTRIAL ASSISTANCE TO MONGOLIA 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 03 BUDAPE 03599 02 OF 02 070845Z 

AND HUNGARIAN PARTICIPATION IN CEMA-SPONSORED EXPLORATION 
FOR AND EXPLOITATION OF MONGOLIAN MINERAL RESOURCES. 

TOTAL TRADE IS TO INCREASE 50 PERCENT OVER NEXT FIVE- 
YEAR PERIOD COMPARED WITH 1971-1975 LEVEL. 

13. COOPERATION PROTOCOL WITH CUBA APPEARS TO BE 
SLIGHTLY DIFFERENT IN FORMAT, AND PRESS REPORTS HAVE NOT 
TARGETED ANY SPECIFIC TRADE LEVEL. DISCUSSIONS, HELD 

IN BUDAPEST IN LATE SEPTEMBER, COVERED CUBAN USE OF 
HUNGARIAN CREDIT EXTENDED IN 1973. ACCOUNTS OF THE 
MEETING INDICATE SOME HUNGARIAN DISPLEASURE OVER CUBAN 
UTILIZATION OF MONEY. TWO SIDES ALSO DISCUSSED 
HUNGARIAN TECHNOLOGICAL ASSISTANCE, GREATER MAGYAR 
PARTICIPATION IN DEVELOPMENT OF CUBAN PORTS AND SUPPLY 
OF HUNGARIAN TELECOMMUNICATIONS EQUIPMENT. 

14. CONCLUSION: AS IS WIDELY RECOGNIZED, USSR'S 
POSITION AS A MAJOR SUPPLIER TO HUNGARY OF RELATIVELY 
INEXPENSIVE ENERGY GIVES IT ADVANTAGEOUS POSITION FROM 
WHICH TO PUSH FOR CLOSER BILATERAL AND CEMA COOPERATION. 
EMBASSY IS STRUCK BY STAGGERING AMOUNT OF TIME AND 
ENERGY SPENT BY HUNGARY'S TOP ECONOMIC LEADERSHIP - 
ALREADY SPREAD THIN - ON FIVE-YEAR PROTOCOLS, 
TECHNICAL/SCIENTIFIC COOPERATION MEETINGS, AND DETAILED 
TRADE AGREEMENTS. WE ASSUME LEADERS OF OTHER CEMA 
COUNTRIES ARE GOING THROUGH SAME EXERCISE WITH JUST AS 
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MANY PEOPLE. HOW IT ALL FITS INTO CEMA COMPLEX PROGRAM 
WE ARE NOT SURE. SHOULD HUNGARY FIND MORE FAVORABLE 
CONDITIONS IN WESTERN MARKETS FOR EXPORT OF ITS 
PRODUCTS OR IMPORT OF RAW MATERIALS AT A TIME WHEN 
THEY ARE ALREADY LOCKED IN TO LONG-TERM RUBLE TRADE 
COMMITMENTS, PRESSURE ON TRADE-MINDED MAGYARS 
WOULD BE TREMENDOUS. 

MCAULIFFE 

NOTE BY OC/T: POUCHED ABOVE ADDEES. 
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